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JOINT MOTION FOR A SEPARATE PHASE 2 DECISION

I. INTRODUCTION

Pursuant to Article 11 of the Rules of Practice and Procedure of the California Public
Utilities Commission (“Commission’) and the November 17, 2015, Administrative Law
Judge’s Ruling Setting Evidentiary Issues and Schedule to Complete the Record for Phases 1
and 2 (“ALJ Ruling”), California-American Water Company (“California American Water”),
City of Pacific Grove, Coalition of Peninsula Businesses, County of Monterey, LandWatch
Monterey County, Marina Coast Water District, Monterey County Farm Bureau, Monterey
County Water Resources Agency, Monterey Peninsula Regional Water Authority, Monterey
Peninsula Water Management District (“MPWMD?”), Monterey Regional Water Pollution
Control Agency (“MRWPCA”), Office of Ratepayer Advocates, Planning and Conservation
League Foundation, Public Trust Alliance, Public Water Now, Salinas Valley Water Coalition,
Sierra Club, and Surfrider Foundation (collectively “Joint Parties”) hereby submit this motion
for a separate Phase 2 decision.! Specifically, the Joint Parties request that the Commission
address the following issues in a separate Phase 2 decision: (1) the Water Purchase Agreement

between California American Water, MPWMD and MRWPCA, (2) California American

1 Pursuant to Commission Rule 1.8(d), the Joint Parties have authorized California American
Water to sign this motion on their behalf.
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Water’s construction of the Monterey pipeline and pump station in advance of a decision on the
Certificate of Public Convenience and Necessity (“CPCN”) for the Monterey Peninsula Water
Supply Project (“MPWSP”), and (3) financing and ratemaking related to the Monterey pipeline
and pump station facilities.

IL. NEED FOR A SEPARATE PHASE 2 DECISION

It is undisputed that the Monterey Peninsula faces substantial water supply shortages in
light of the impending deadline in the 2009 Cease and Desist Order (“CDQO”) issued by the
State Water Resources Control Board that would greatly reduce California American Water’s
ability to withdraw water from the Carmel River. The Commission’s recent announcement that
the Final Environmental Impact Report/Environmental Impact Statement (“EIR/EIS”) for the
MPWSP will not be available until late 2017 has caused further significant delay in the
Commission’s consideration of California American Water’s request for a CPCN for the
MPWSP.

In light of this delay and the need for alternative sources of water for California
American Water customers, the Commission should issue a separate decision in Phase 2 on the
issues identified above, which could allow California American Water to take full advantage of
two alternative water sources: (1) the MPWMD/MRWPCA Pure Water Monterey Groundwater
Replenishment Project (“GWR Project”) and (2) Aquifer Storage and Recovery (“ASR”).

The GWR Project could supply up to 3,500 acre feet to the community as early as 2018.
MRWPCA certified the GWR Project’s Environmental Impact Report (“EIR”) on October 8§,
2015 and no litigation was filed challenging the GWR Project’s EIR within the statute of
limitations. As MPWMD and MRWPCA have noted, however, the GWR Project cannot go
forward without a Water Purchase Agreement with California American Water. Thus, prompt
authorization for California American Water to enter into the Water Purchase Agreement is
essential. Similarly, an expeditious decision on the GWR Project Water Purchase Agreement is

critical to take advantage of the 1% interest rate available through the Clean Water State



Revolving Find (“CWSRF”), which would result in savings for California American Water’s
ratepayers.

Additionally, California American Water asserts that the Monterey pipeline is necessary
for full deliverability of GWR Project water to California American Water’s customers from
the GWR Project. California American Water also asserts that the Monterey pipeline would
also be used to transport water for ASR and the Monterey pump station would allow California
American Water to maximize its existing ASR facilities.2 Assuming a normal-to-wet rainy
season, California American Water asserts the Monterey pipeline and pump station facilities
would allow it to get the most out of its current ASR operating permits and potentially enable it
to inject an additional 1,000 acre feet of winter water from ASR in the winter of 2017-2018.

If the Commission issues a timely decision in Phase 2, California American Water
would be able to complete construction of the Monterey pipeline and pump station by
December 2017. Before California American may proceed with the Monterey pipeline and
pump station, however, the Joint Parties request that the Commission address the associated
financing and ratemaking.

Although Commissioner Sandoval pledged at the recent prehearing conference to
introduce a resolution to address CDO milestones, that is no reason to delay a decision on these
three issues identified by the Joint Parties. As discussed in more detail below, it is possible to
treat the Phase 1 and Phase 2 issues reasonably and fairly in separate decisions. Moreover, the

public interest is served by acting quickly and efficiently to reach a decision on these issues.

III. PHASE 1 AND PHASE 2 ISSUES CAN BE TREATED REASONABLYAND
FAIRLY IN SEPARATE DECISIONS

The ALJ Ruling directs any party seeking a separate Phase 2 decision to explain how
the Phase 1 and Phase 2 issues, which the Ruling characterizes as “substantially if not

inextricably intertwined,” could be reasonably and fairly treated in separate decisions.3

2 The Monterey pump station would not be used in connection with the GWR Project.
3 ALJ Ruling, p. 11.



Moving forward with a decision in Phase 2, however, would not pre-judge California American
Water’s request for a CPCN for the MPWSP.

The GWR Project is a stand-alone project with independent utility from the MPWSP.
The GWR Project is pertinent to the MPWSP in this proceeding only because the availability of
the GWR Project’s product water means that California American Water could build smaller
desalination facilities than would be needed if the GWR Project did not exist. Similarly, the
ASR wells have already been constructed and are in use, and thus they already exist completely
independent of the MPWSP.

Authorizing the construction and use of the Monterey pipeline for the GWR Project and
ASR and the Monterey pump station for ASR does not commit the Commission to a position
on the MPWSP. The Monterey pipeline and pump station can be used independently of the
MPWSP. As new facilities within California American Water’s existing service territory, the
pipeline and pump station do not require a separate CPCN application.# The Commission’s
approval can be limited to the construction of these facilities and their use for the GWR Project
and ASR only.

Additionally, the potential environmental impact of the Monterey pipeline was analyzed
in the GWR Project’s EIR.> Issuing a decision including the Monterey Pipeline and pump

station as part of Phase 2 does not commit the CPUC to the MPWSP, and does not foreclose

4 “This article shall not be construed to require any such corporation to secure such certificate
for an extension within any city or city and county within which it has theretofore lawfully
commenced operations.” Pub. Util. Code §1001.

5 The potential environmental impacts of the Monterey pipeline were analyzed in the
Consolidated Final Environmental Impact Report for the Pure Water Monterey Groundwater
Replenishment Project (“GWR Project EIR”), available at
http://purewatermonterey.org/reports-docs/cfeir/. See § 2.11 (discussion of CalAm Distribution
System component of GWR Project including Monterey Pipeline); § 6.3.2.4 (discussion of
alternative alignments for CalAm Distribution Pipeline, including Alternative Monterey
Pipeline) and § 2.3.2.6 (comparison of GWR Project to MPWSP, noting that “The Proposed
Project could provide this quantity of replacement water even if the CPUC denies CalAm’s
application to construct and operate a desalination plant.” (/d. at p. 2-12.) ). MPWMD and
MRWPCA as necessary will prepare an EIR addendum to address the Monterey pump station.
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analysis of the MPWSP project’s environmental impacts or of alternatives or mitigation
measure that may reduce or avoid those impacts.

Finally, addressing limited cost recovery issues related to the Monterey pipeline and
pump station in Phase 2 does not pre-approve the MPWSP or the cost recovery proposals

associated with the MPWSP as a whole.

IV. THE COMMISSION SHOULD ACT QUICKLY AND EFFICIENTLY TO
RESOLVE THE PHASE 2 ISSUES

While the ALJ Ruling did not commit to a separate Phase 2 decision, it did provide a
target of July 2016 for a proposed decision and August 2016 for a final decision if separate
decisions were issued.® Considering that a separate Phase 2 decision is now necessary, the
Joint Parties urge the assigned Commissioner and Administrative Law Judge to retain these
target dates.

Although there is already information in the record regarding the Water Purchase
Agreement, the Monterey pipeline and related cost recovery, the Joint Parties recognize that it
may be necessary to provide supplemental testimony to ensure a full and complete record.
Additionally, to the extent that there are disputed issues of fact, a one-day hearing on the

supplemental testimony may be helpful. Thus, the Joint Parties propose the following

schedule:
May 9, 2016 Supplemental Testimony
May 19, 2016 Rebuttal Testimony
Week of May 23, 2016 Limited Evidentiary Hearing (if needed) and/or Possible
Settlement
June 1, 2016 Opening Briefs and/or Comments on Settlement
June 8, 2016 Reply Briefs and/or Reply Comments on Settlement
July 2016 Proposed Decision
August 18,2016 Final Decision

6 ALJ Ruling, p. 12.



V. CONCLUSION

For the reasons discussed above, the Joint Parties request that upon a showing the
Commission issue a separate Phase 2 decision on the following issues: (1) authorizing the
Water Purchase Agreement for the GWR Project, (2) moving up the construction of the
Monterey pipeline and pump station, and (3) addressing limited financing and cost recovery for

the Monterey pipeline and pump station facilities.

Dated: April 18,2016
By: /s/ Sarah E. Leeper

Sarah E. Leeper, Attorney
California-American Water Company

555 Montgomery Street, Suite 8§16

San Francisco, CA 94111

For: California-American Water Company
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